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To the Members of the Clark County School District Board of School Trustees and residents of
Clark County, Nevada:

The Comprehensive Annual Financial Report (“CAFR”) of the Clark County School District
(“District”), Clark County, Nevada, for the fiscal year ended June 30, 2004, is submitted herewith in
accordance with state statute. Nevada Revised Statute 354.624 requires school districts to present
to their respective boards within four months of the close of each fiscal year a complete set of
financial statements presented in conformity with generally accepted accounting principles (“‘GAAP”)
and audited in accordance with generally accepted auditing standards by a firm of licensed certified
public accountants.

This report consists of management's representations concerning the finances of the Clark County
School District. Responsibility for both the accuracy of the presented data and the completeness
and fairness of the presentation, including all disclosures, rests with the management of the District.
To provide a reasonable basis for making these representations, management of the District has
established a comprehensive internal control framework that is designed to compile sufficient
reliable information for the preparation of the District’s financial statements in conformity with GAAP.

The accounting firm of Kafoury, Armstrong, & Company, CPA’s, a firm of licensed certified public
accountants, was selected to perform the fiscal year 2004 audit. In addition to meeting the
requirements set forth in state statutes, the audit also was designed to meet the requirements of the
federal Single Audit Act of 1996 and related OMB Circular A-133. Kafoury, Armstrong, & Company
concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified
opinion that the District's financial statements for the fiscal year ended June 30, 2004, are fairly
presented in conformity with GAAP. The auditor's report on the basic financial statements is
included as the first component of the financial section of this report. The auditor's report on the
internal accounting controls of the District and statement regarding the District's use of monies in
compliance with the purpose of each fund are included in the Compliance and Controls Section and
will be filed as a public record pursuant to NRS 354.624.

GAAP also require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management's Discussion and Analysis
(“MD&A"). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. The Districtts MD&A can be found on page 3 immediately following the
Independent Auditor's Report.



The CAFR is presented in four sections:

Introductory Section (unaudited) - includes this letter of transmittal, the District's
organizational chart, and the GFOA Certificate of Achievement for fiscal year 2003.

Financial Section - includes the Independent Auditor's Report, Management’s Discussion
and Analysis, the basic financial statements and related footnotes, combining and individual
statements for major and nonmajor funds and other schedules that provide detailed
information relative to the basic financial statements.

Statistical Section (unaudited) - includes selected financial and demographic information,
generally presented on a multi-year basis.

Compliance and Controls Section - includes the annual single audit report by the
independent auditor on the District's compliance with theprovisions of the Single Audit Act
Amendments of 1996 and the U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Also included in this section is
the auditor’s report on the internal control structure and compliance with applicable laws and
regulations.

IPROFILE OF THE CLARK COUNTY SCHOOL DISTRICT|

History, Geography and Population

In 1956 Nevada’s various school districts were consolidated under terms of state legislation creating
countywide school districts. As such, all public educational services provided by the District are
restricted to the boundaries of Clark County. Clark County covers 7,927 square miles, includes a
countywide population in 2003 of approximately 1.64 million people, and is located in the southern-
most part of the state. The largest cities within the county, and thus served by the District, include
Las Vegas, Henderson and North Las Vegas. Other cities and rural areas served are located as far
north as Indian Springs and Mesquite and as far south as Laughlin and Searchlight. Although the
District serves the geographic area of Clark County, it is formally a political subdivision of the State
of Nevada, which determines the majority of its funding. In addition to state authorized revenues,
the District receives funding from federal and local sources and must comply with the concomitant
requirements of these funding entities.

Structure of the District
The District is governed by an elected, seven-member Board of School Trustees (“Board”). The
Board members represent specific geographic areas and are elected by the public for four-year
overlapping terms and have the authority to adopt and administer budgets as well as establish
district policy. The Board employs a superintendent to serve as an administrator for the day-to-day
operations of the District.

Internally, the District is aligned into five separate K-12 geographic regions. This allows for site-
based decision making to address unique school and community issues and to foster a more
service-oriented philosophy. A region superintendent is responsible for each region, with five region
centers established on school campuses within each region. The centers facilitate access for
parents to communicate with region administration.

Reporting directly to the superintendent are two deputy superintendents. The deputy superintendent
of instruction is responsible for all instructional areas, including the five region superintendents. The
deputy superintendent of operations/chief financial officer is responsible for all support services of



the District. This plan improves communication and community access to District staff and allows
for greater student achievement accountability.

As of June 30, 2004, the District was operating 179 elementary schools, 46 middle/junior high
schools, 35 high schools, 23 alternative schools, and 6 special schools with a student body of
268,357. The District is also the largest non-federal, single-entity public employer in Nevada,
employing over 30,500 Clark County residents.

District Services

By state mandate, the District is responsible for providing public education in Clark County, Nevada
from kindergarten through twelfth grade. The District offers a variety of educational resources from
regular to vocational programs in order to meet the needs of the children and adults of Clark County.

Kindergarten

Nevada state law requires that children must attend a state-approved kindergarten program in order
to enter the first grade. Currently, the District offers a half-day kindergarten program for all students
and a full-day program at selected schools where students have special needs. Also, the District is
implementing a pilot for a full-day kindergarten program where parents pay a fee to cover the cost.

Magnet / Vocational Schools

The District offers 17 magnet schools and programs and 2 vocational schools with programs for
students at any grade level looking for a more focused area of study than the general curriculum
offers. Students may apply for entrance into one of these programs based on their own interests
and abilities. Currently, the District offers program emphasis in such areas as science,
mathematics, performing arts, technology, aerospace and medical professions.

Special Education

Special services are provided for students with disabilities. Trained District employees work with
families to offer educational services along with preparing them for life after school. Both direct and
support services are offered for students from ages 3 to 21.

Alternative Education Programs

The District provides alternative education programs designed to provide students who are credit
deficient and/or require a non-traditional approach to education an opportunity to complete their
course requirements. Programs also are designed to provide an alternative setting for students
experiencing chronic behavioral problems. Juvenile Court School programs are offered for students
who are no longer eligible for enroliment in comprehensive schools as well as the adjudicated youth
of Clark County.

Federal Programs

The District works closely with the state and federal government to take advantage of grants offered
to help meet the supplemental needs of its students. With the help of these grants the District is
able to offer programs such as Indian Education, Safe and Drug-Free Schools, Adult Education and
Math and Science Enhancement. The District also offers a food service program subsidized by the
federal government to help guarantee a hot meal at a nominal price for its students.

Edison Schools

For the past three fiscal years, the District has partnered with Edison Schools, the nation’s largest
private manager of public schools, to provide educational services to certain District schools.
Edison currently manages six elementary schools and one middle school belonging to the District.
Edison offers its own special curriculum and education services in an attempt to increase test scores
at these participating schools.



Distance Education

The District has opened a distance education program which contains a new online virtual high
school that offers full-time and part-time online credit-eligible high school courses. Online capacity
will enable educational opportunities for students in areas of regular education, special needs,
English Language Learner, and credit retrieval programs.

KLVX Communications Group

The District is licensee for this local Public Broadcasting System affiliate that also provides services
for school, collegiate and professional education. KLVX, Channel 10 uses its satellite uplink to
service a statewide downlink network with over 135 sites at educational institutions. The division
also operates two educational channels for a local consortium, and twenty closed-circuit TV
channels serving schools in Clark and Nye Counties. In addition, a video lending library and a fiber
optic video-on-demand service with over 20,000 titles are available to public and private schools.

Component Unit— KLVX Communications Group

The CAFR includes all of the funds of the primary government unit, the District, as well as its
component unit, the KLVX Communications Group (“KLVX”). KLVX is the local public
telecommunications entity and is licensed to the Board of the Clark County School District. In
addition to instructional services, it operates viewer-supported Public Television KLVX-TV Channel
10 and KLVX-DT digital Channel 11. A network of 29 translators extends Channel 10 programming
services to viewers in four states. KLVX is a legally separate entity for which the District's Board
serves as the governing body and for which the District is financially accountable. Accordingly, the
District’s financial statements include the KLVX Communications Group as a blended component
unit. Blended component units, although legally separate entities, are in substance part of the
primary government unit's operations and are included as part of the primary government unit.

Budgetary Process and Control

The appropriated budget of the District is prepared by fund, program (i.e., regular, special, etc.),
function (i.e., instruction, transportation, etc.), and object (i.e., salaries, benefits, etc.) State statute
allows transfers among programs or functions within a fund as long as there is no resulting increase
in total appropriations and they are made with appropriate administrative approval along with Board
advisement.

Expenditures within governmental funds that exceed budgeted appropriations at the function level
are in violation of state statute. Within proprietary funds, expenditures should not exceed budgeted
operating and non-operating appropriations. Budget-to-actual comparisons are provided in this
report for each individual fund.

IFACTORS AFFECTING ECONOMIC CONDITION|

Local Economic Outlook

In the 2003-04 fiscal year, Clark County continued its pattern of growth and robust increases in
almost all economic areas, particularly in the growing metropolis of Las Vegas. With its continued
commitment to diversification in the business sector, no state corporate income or personal income
tax, and several other tax incentives, Clark County and Nevada as a whole have continued to attract
large numbers of new businesses and an increasing tax base. Although gaming and tourism
continue to represent the majority of industry in the area, construction, manufacturing and other
service industries are beginning to transform and diversify the local economy.




Gaming and Tourism

in Clark County’s largest city, Las Vegas, tourism and gaming continue to dominate the local
economy. In 2003, both visitor volume and gross gaming revenues have rebounded from the small
declines experienced in 2001 and 2002, with Las Vegas welcoming over 35,540,000 total visitors to
the city, resulting in an economic impact of approximately $33 billion. Gross gaming revenues in
2003 ballooned to $7.8 billion, an increase of 2.62% over the previous year. As hotel “mega-resorts”
continue to diversify their offerings with shows, concerts, dance clubs, spas and fine dining
restaurants, Las Vegas is becoming known for more than just legalized gaming. The latest fiscal
information suggests that resorts are lessening their dependence on gaming revenues as 49.9% of
total revenues at hotel-casinos were derived from gaming in Clark County in 2003, compared to
55.2% in 1999. In 2003, occupancy levels of hotels/motels in Clark County increased by 1% to an
average of 85%, with a 93% occupancy rate reported for weekends. This is due in part to the
continued influx of conventions, trade shows and meetings whose attendance topped 5.6 million in
2003. Total Las Vegas convention capacity has increased to 9 million square feet citywide.

Continued economic growth is interrelated to increases in other economically sensitive taxes and
Clark County has seen marked increases in the generation of several other taxes, including property
tax, sales tax, governmental services tax, room taxes and real property transfer taxes. Increases in
the volume of these taxes directly benefit the District.

Population Growth

in addition to progressive commercial growth, Clark County has experienced consistent residential
population growth with the county increasing in size by approximately 63,000 people from 2002 to
2003, an increase of 4.0%. Over the past ten years, Clark County has seen its population increase
by a yearly average of approximately 6.0% and the cities which have experienced the greater impact
of the growth include Las Vegas, Henderson, North Las Vegas and Mesquite. High demand for
housing over the years has spurred local construction activity and driven up property values
significantly. The result has been yearly increases in assessed valuation which have resulted in
analogous increases in property taxes.

Growth has been a double-edged sword for all local governments within the State of Nevada,
including the District. Tremendous population growth has not only increased the tax base and the
generation of taxes, it has created unrelenting demand for additional school facilities as the school
population increases respectively. To gain a historical perspective on student growth, the following
chart presents the increase in the school population over the past ten years.

Student Enroliment (Last Ten Years)
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To meet the current demand for services in the 2003-2004 school year, the District opened twelve
new schools including seven new elementary schools, three middle schools and two high schools.
School construction schedules are closely monitored by the District's Demographic and Zoning
Department to respond to areas of high enroliment growth.

Proposed/Planned Commercial Construction in Clark County

Commercial construction projects, including several new hotel/casinos, are planned over the next
several years. In 2003 approximately 4,844 hotel rooms were added to existing inventory to bring
the total room inventory to 130,482. Approximately 1,452 additional rooms are under construction to
be completed in 2004 and include expansions at the Bellagio, the Orleans and Green Valley Ranch
in Henderson. An additional 5,500 rooms are projected to be added in 2005 with the majority of
those rooms relating to the opening of Wynn Las Vegas, the latest hotel/casino mega-resort on the
Strip, expected to open in April 2005.

To ease transportation along the resort corridor, the city of Las Vegas has neared completion on a
monorail which currently connects eight major hotels and nine convention areas, including the Las
Vegas Convention Center, the largest convention center in the world. The monorail will cover a four
mile route and will travel at speeds of 50 miles per hour. Additional phases of the monorail are
planned, which include connecting the monorail to Fremont Street (downtown) and eventually
McCarran International Airport.

Long-Term Financial Planning

Growth in District Facilities

Through the 1990’s and into the new millennium, the Clark County School District has remained one
of the fastest growing school districts in the nation. In the 1994-1995 school year the Educational
Research Service ranked the District as the 11" largest school district in the nation with an
enrollment of 156,348 students. Official enrollment for the 2003-2004 school year was 268,357,
making the District the 6™ largest in the nation. The District has faced several financial challenges
in its significant growth spurt over the past several years and, according to population and
demographic projections, will continue to face challenges associated with rapid growth in Clark
County.

In order to accommodate the demand for school services, the District operates one of the largest
school construction programs in the country which is backed by the issuance of general obligation
debt. Since it was voter approved in 1998, the District is authorized to issue, through June 30, 2008,
approximately $3.8 billion worth of general obligation bonds for school construction to be paid
through the existing property tax rate ($0.5534) for school bond debt. In addition, the District also
issues general obligation debt that is additionally secured by a pledge of room taxes and real
property transfer taxes. The District consistently monitors the three main revenue sources for the
bond program and maintains a debt reserve account to insure its ability to service the debt
associated with school construction.

With the opening of the 2003-04 school year, the District has completed construction on 40 schools
and 3 replacement schools from the 1998 school construction program. An additional 13 new
schools opened in August 2004 and another 44 new schools (including 7 replacement schools) are
scheduled to open by 2008-09.

When the current bond program ends in 2008, the District is projecting an enroliment of 341,634, an

increase of 73,277 students or 27%. With several projected future increases in its revenue sources
and a funded reserve account, the current program is considered fiscally healthy and stable. In

Vi



2008, the District will likely place an issue on the ballot to reauthorize the current property tax rate to
continue to meet the demand for services in the future.

Major Initiatives

Recruiting and Retaining Qualified Teachers

The District hired approximately 1,500 new teachers for the 2003-2004 school year and continues to
devise creative techniques to recruit quality candidates in an increasingly competitive market. The
2003 Legislative Session passed several bills creating new incentives to attract qualified teachers to
the state. These include the continuation of funding for the $2,000 signing bonus for new classroom
teachers and an approved 2% salary increase for each year of the biennium.

In addition, the session included an additional 1/5" retirement credit for teachers working in at-risk
schools and/or teaching in critical shortage areas including science, math, special education,
second language and school psychologists. The gross cost of this program in 2003-2004 was
approximately $4 million with the state providing some, but not all, of the funding. The District is
currently designating a portion of fund balance in the General Fund to allay the cost of future
expenditures in the next fiscal year.

Student Achievement

Increases in student enrollment not only create challenges in providing school facilities, but
challenges in the learning environment, including student poverty and limited English skills.
Approximately 40% of the District's population qualifies for free or reduced-cost meals and over
24% were enrolled in an English Language Learners (“ELL”) program.

Despite these challenges, elementary student scores from the lowa Tests of Basic
Skills/Educational Development administered in October 2003 were close to or slightly above the
national average. Secondary student scores range from the 39" to the 48™ percentile when
compared nationally. ACT scores have remained consistent and continue to exceed the national
standard while SAT scores remain slightly below. Student achievement is a top priority for the
District as it continues to fund important programs like ELL and apply for funding under the free and
reduced lunch program offered by the federal government. Projections show that enroliment for
these programs is expected to increase as the student population grows.

Enterprise Resource Planning System

For the past year the District has been working to procure an Enterprise Resource Planning (‘ERP”)
system, an integrated software system designed to manage the core business functions of the
District. The ERP system is the District's first step toward its long-term goal of replacing the
COBOL-based applications resident on the mainframe computer and will provide greater information
integration, timely access to data, and improved reporting. Several areas to be implemented in the
initial phase include accounting, budget, and purchasing. The second phase will further include
human resources and payroll.

Approximately $32 million dollars of fund balance in the General Fund has been designated in
association with the eventual procurement of the ERP system with not all of the funds expected to
be spent in the next fiscal year. The District expects to begin implementation of the ERP some time
in fiscal year 2004-2005.

IAWARDS AND ACKNOWLDEGMENTS|

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Clark County School District
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for its Comprehensive Annual Financial Report for the fiscal year ended June 30, 2003. This was
the eighteenth consecutive year that the District has achieved this prestigious award. In order to be
awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized comprehensive annual financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The District believes the current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and will be submitting it to the GFOA to determine its eligibility for another certificate.

Timely preparation of this report could not have been accomplished without the efficient and
dedicated services of the entire staff of the Accounting Department and the staff of our independent
auditors, Kafoury, Armstrong, & Company, CPA’s. We would like to express our appreciation to all
members of the departments who assisted in and contributed to its preparation.

We would also like to thank the members of the Board of School Trustees for their interest and
support in planning and conducting the financial operations of the Clark County School District in a

responsible and progressive manner.

Respectfully submitted

Carlos Arturo Garcia Walt Rulffes
Superintendent Deputy Superintendent/CFO
- - - - A | - . 4 .| - ] & - -
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

Clark County
School District, Nevada

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2003

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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KAFOURY, ARMSTRONG & CO.
(( - )» A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of the
Clark County School District
Clark County, Nevada

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund and the aggregate remaining fund
information of the Clark County School District, Clark County, Nevada, as of and for the
year ended June 30, 2004, which collectively comprise the District’'s basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the District's management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States.of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the
Clark County School District, Clark County, Nevada, as of June 30, 2004, and the
respective changes in financial position and cash flows, where applicable, thereof, and
the respective budgetary comparison for the General Fund and Special Education
Fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated October 1, 2004, on our consideration of the District's internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part



of an audit performed in accordance with Govemment Auditing Standards and should
be considered in assessing the results of our audit.

Management’s discussion and analysis on pages 3 through 14 is not a required part of
the basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the Clark County School District, Clark County,
Nevada’'s basic financial statements. The introductory section, combining and
individual fund statements and schedules and statistical tables, as listed in the table of
contents, are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The combining and individual fund statements and
schedules have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated in all material respects
in relation to the basic financial statements taken as a whole. The introductory section
and statistical tables have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on
them.

The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, and
is also not a required part of the basic financial statements of the District. Such
information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly presented in all material
respects, in relation to the basic financial statements taken as a whole.

Aefounsy, (pomctrny s

Las Vegas, Nevada
October 1, 2004



CLARK COUNTY SCHOOL DISTRICT
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

The Management's Discussion and Analysis (“MD&A") offers readers a narrative overview and analysis of the
Clark County School District's (“District”) financial statements for the fiscal year ended June 30, 2004. We
encourage readers to consider the information presented here in conjunction with additional information that we
have furnished in our letter of transmittal, which precedes this report, and the financial statements, which
immediately follow this report.

FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2004

Following is an analysis of facts, descriptions or conditions of the District, in fiscal year 2004, that had a material
effect on its financial position or operating resulits.

Government-wide Statements

The overall financial position of the District improved as government-wide net assets increased during fiscal
year 2004, from $834,979,347 to $1,025,700,863. This was mainly due to continued additions to capital assets
and the District's construction program which is reported as construction in progress, a component of capital
assets. Total net assets represents approximately $425 million in capital assets, net of related debt,
approximately $367 million in assets restricted for debt service, $78 million restricted for capital projects and
over $6 million restricted for other purposes. Due to the increase in net assets, the District is currently reporting
unrestricted net assets of approximately $147 million in 2004.

The District increased its 2004 governmental fund balances due to the following factors: (1) The Debt Service
fund benefited from two advanced bond refundings which reduced interest expenditures along with increased
property tax revenue and continued savings on the District's variable rate debt; (2) The District's actual local
revenue exceeded budgeted projections; and (3) Expenditure savings occurred due to aggressive energy
conservation programs and a one-time vacancy factor resulting from postponement of the hiring process due to
a delay in final approval of the State’s biennial budget. The remainder of the increase in total governmental fund
balances was provided by increases in the Bond Fund and several of the other governmental funds. The
consolidated ending fund balance of all governmental funds totals $800,176,753, which is a 24% increase over
the previous year.

General Operating Fund Balance

From fiscal year 2000 through 2003, the Board of School Trustees had waived District Regulation 3110
requiring an unreserved undesignated fund balance at 2% of general fund revenue with a commitment to restore
the balance to the 2% level in the future. After several years of budget reductions exceeding $100 million, the
District has followed suit with its efforts to control increasing operating costs throughout the 2003-04 fiscal year.
Continued cost controls in the areas of hiring delays and implementation of a District-wide energy conservation
program have enabled the District to restore unreserved undesignated fund balance back to the 2% level. As of
June 30, 2004, the unreserved undesignated (spendable) portion of fund balance reported in the general fund
was $28,059,022. This represents a $7,254,099 increase from the previous year and is 2% of general fund
revenue.

In addition to restoring the 2% level of funding in the unreserved undesignated fund balance, the District has
also been able to designate additional funding for improvements in school maintenance and operations,
carryover funding for potential costs of the No Child Left Behind Act (“NCLB") that impact the general operating
budget, provide full funding for costs associated with the new enterprise resource planning (‘ERP”) system,
designate funding for several new negotiated salary increases, state mandated benefit increases, and provide
for rising transportation fuel costs.



CLARK COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

2003 Nevada Legislative Session

The 2003 Nevada Legislature provided several funding improvements for public education over the next
biennium. Many of these improvements resulted in additional costs to the District in the 2003-2004 fiscal year.
The state’s budget continued to fund the new teacher signing bonus, provided for a 2% salary improvement and
Senate Bill (“SB”) 8 provided additional retirement incentives for teachers in “at-risk” schools as well as “high-
impact” areas such as math, language, and special education. This additional retirement service credit cost the
District approximately $4.3 million in fiscal 2003-04 with $2.1 million in funding provided by the State of Nevada.
At the end of the current fiscal year, the District is designating $4 million of fund balance to alleviate the costs in
the next fiscal year associated with this mandate.

SB 8 also provided an increase in the per pupil basic support to $4,077 in 2003-04. An additional $50 per pupil
was included in each year of the biennium for textbooks, instructional supplies and computer hardware. This
increased per pupil funding enabled the District to purchase an additional $12.9 million of the above-mentioned
items in fiscal year 2003-2004.

Assembly Bill (“AB”) 286, which now requires the District to subsidize health insurance expenditures for retirees
belonging to the state Public Employees’ Benefits Program, was approved without any accompanying
appropriations. The cost to the District in fiscal year 2003-2004 was $1.9 million. The state, recognizing the
hardship this unfunded mandate has caused, provided a $1.9 million subsidy in the interim to cover the costs.

Bond Program and Bond Ratings

The Clark County School District maintains and operates one of the largest school construction programs in the
United States funded through the issuance of municipal bonds. Before bonds can be sold, the District provides
information to various bond raters to obtain bond ratings for the proposed issue. Much of the information
centers on the financial stability of the District and how it responds to various financial situations. Financial
meetings and information provided to the rating agencies have resulted in the District maintaining the following
high investment-grade rating with Moody’s Investor Services (Aa3), Fitch (AA) and Standard and Poor (AA-).
Southern Nevada's continued economic expansion as well as the District’s fiscal stability has resulted in high
investment-grade bond ratings leading to favorable interest rates for its bond issues.

The District obtained approval from voters in 1998, to issue approximately $3.8 billion in general obligation
bonds over the next 10 years to be paid within the existing property tax for school bond debt service.
Periodically, the District issues bonds through this building program in order to construct or renovate schools
with the last such building bond issue in November 2003 for $400 million being used to build additional new
schools. Also during 2004, the District continued to capitalize on favorable interest rates by refunding older
higher rate debt with the issuance of new debt at a lower rate. In March 2004, the District issued two advance
refundings, Series 2004A in the amount of $210,975,000 and Series 2004B in the amount of $124,745,000.

Edison Partnership

In 2003-2004 the District entered into the third year of its contract with Edison Schools, a privately held school
management company. Edison manages six of the District's elementary schools and one middle school, with
an emphasis on parental involvement and technology to meet the goal of increased student achievement. The
Assessment and the Expansion Committees which review and evaluate program performance in October and
February of each year did not make a recommendation to the District to expand the Edison Partnership beyond
the seven schools currently managed by Edison.

Neqotiations/Arbitration for Fiscal Year 2003-2004

The District was able to negotiate four year contracts for all of its employee groups (teachers, administrators,
support staff and school police). The contracts generally included 2% salary increases and health insurance
contribution increases for all employee groups. Fiscal year 2003-2004 is the first year of these four-year
contracts which will provide the District fiscal stability on salary related issues.



CLARK COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

OVERVIEW OF THE FINANCIAL STATEMENTS

The District's basic financial statements are comprised of government-wide financial statements, fund financial
statements, and notes to the financial statements. Following is a brief discussion of the structure of the basic
financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with an assessment of the overall
financial position and activities of the District as a whole. These statements are structured around the primary
government, not including fiduciary funds. They are further divided into governmental activities and business-
type activities. Governmental activities being those generally financed through taxes and intergovernmental
revenues, while business-type activities are those financed to some degree by charging external parties for
goods received.

The statement of net assets combines and consolidates all of the District's current financial resources (short-
term spendable resources) with capital assets and long-term obligations using the accrual basis of accounting.
The end result is net assets that are segregated into three components: invested in capital assets, net of
related debt; restricted and unrestricted net assets.

The statement of activities presents information showing how the District’s net assets changed during fiscal year
2004. All changes in net assets are reported when the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, there are some revenues and expenses reported in this
statement that will result in cash flows in future fiscal periods. All expenditures are reported by related function
as prescribed by the Nevada Department of Education Handbook Il Accounting System.

Fund Financial Statements

The District uses fund financial statements to provide detailed information about its most significant funds. All of
the funds of the Clark County School District can be divided into three categories:

Governmental Funds — Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>